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If the economy is an island, today’s headlines remind us that it’s
an island surrounded by a vast institutional sea. Terrorist attacks,
repeated instances of corporate fraud and mismanagement, and
high-profile insider-trading scandals testify to the power of social
events to make big economic waves.
Judging by news stories, social forces would seem to exact a
heavy toll on the economy. But society’s influences are far from
universally negative. Social institutions can and do serve as a
vital source of energy for economic growth and development. 
One variation on this theme now gaining currency is the
notion that civic involvement among members of a community
produces “social capital” which yields substantial, tangible
social benefits. Social capital’s most ardent proponent is Robert
Putnam, a Harvard public policy professor, who in the popular
title Bowling Alone explores the consequences of changes in
American’s level of civic engagement. 
According to Putnam, where people are closely connected to
their communities, social networks and norms of interpersonal
trust readily emerge. These networks and norms, in turn, facili-
tate local cooperation for mutual benefit. By producing social
capital, civic engagement raises economic efficiency and
improves economic performance much as the expansion of
human capital (like a college education) or physical capital (like
a computer) adds to the productive potential of the economy.
A State of Engagement
So what are the earmarks of a community rich in social capi-
tal? Putnam believes social networks are most mature and trust
is highest where community members are joiners, voters and
newspaper readers. Where social capital abounds, residents vol-
unteer in churches, charities and other civic organizations, thus
extending networks of association far beyond their families,
neighborhoods or workplaces. They also take the time to vote,
an activity that some economic cynics believe entails greater per-
sonal costs than benefits. What’s more, civic-minded folk read a
daily paper to stay on top of developments in their communities.
By these three measures of civic engagement, Connecticut
ranks high on the social capital scale, sharing this distinction
with states located principally in the Northeast and Midwest.
Analysis of data collected by the Urban Institute suggests
Connecticut is indeed a state of joiners. In 1999, the latest data
available, Connecticut ranked 10th in the number of charitable
organizations per capita—11.2 active charities per 10,000 resi-
dents compared with a 8.6 charities for the median state.
Vermont, first in charities per capita, supported 19.1 per 10,000
persons while Nevada, hardly the model of virtue in the first
place, ranked last at 4.7. 
In the recent 2000 presidential election, Nutmeggers turned
out in large numbers to cast ballots for presidential electors.
Fully 60.4% of eligible residents voted that year, ranking the
state 12th in voter turnout, 5.9 percentage points ahead of the
median state. Socially conscientious Minnesota ranked first with
a 69.5% voting record, and three other New England states—
Maine, Vermont and New Hampshire—held top-ten positions
with 60%-plus voter turnouts. Hawaii, suffering perhaps from a
collective sense of time-lagged irrelevancy in presidential ballot-
ing, came in dead last at 42.9%.
And Connecticut residents also seem to be quite the news-
hounds. In 2000, the state boasted a daily, paid circulation rate
of 0.21 newspapers per capita, placing it at number 9 on the 50-
state list. At the median, newspaper readership is just 0.18 news-
papers per capita each day nationwide. Massachusetts and
Rhode Island also ranked among the top-ten, but Virginia, just
across the Potomac from media-hungry Washington, D.C.,
ranked first with 0.38 newspapers per capita—twice as many as
the national figure.
To compare the 50 states, it would help to have a summary
measure of civic engagement that averages every state’s relative
performance along each of these three dimensions. The map
below does just that, ranking state scores on a composite index
of social capital. High social capital scores are shaded dark gold,
low social capital scores are shaded light gold. Overall, states in
the Northeast and Midwest do well. Connecticut ranks 13th,
Vermont leads the pack, and Massachusetts, Maine, and New
Hampshire place within the top ten.
The Economic Link
If social capital theory measures up to its claims, we’d expect
to find a positive association between the level of social capital
and a state’s relative economic performance. We now have an
index of social capital to use to test that proposition, but what
about a measure of economic fitness? 
One possibility is to use a state’s unemployment rate as an
index of economic health. We’d expect states with stronger
economies to have tighter labor markets and lower unemploy-
ment rates. Another possibility is to use a state’s level of output,
as measured by gross state product per employee. More produc-
tive states will have more productive workers, and thus higher
GSP to employee ratios. Better yet, we could use both, creating
an index of economic fitness, akin to our social capital index,
that averages each state’s relative performance on its unemploy-
ment and output measures.
The second map shows the results, ranking state scores on a
composite index of economic performance. Once again, states in
the Northeast and Midwest do well. Connecticut ranks number
one, and Vermont, Massachusetts, and New Hampshire place
within the top ten. And, just as expected, the two maps suggest
a positive correlation between social capital and economic per-
formance. Many areas that appear darkly shaded in the social
capital map are darkly shaded in the economic performance
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Modeling Civics and Performance
The maps provide informal evidence of a link between social
capital and the economy. But we can formalize this potential
connection by modeling the relationship between social capital
and performance, controlling for other factors likely to have an
important economic influence. Thus, we might think of econom-
ic performance as an “output” that is a function of social capital
and various other “inputs.” 
What are the other possible inputs? In perhaps its most famil-
iar meaning, capital refers to private physical capital, or the
property, plant and equipment used in production. So we would
expect private capital (and economic performance) to vary with
the number of large businesses in a state. But physical capital
can also be publicly owned—as is, for example, a state’s high-
way system. Public capital may seem to be similar to social capi-
tal but they are not the same thing. Public capital is capital
embodied in a state’s physical infrastructure while social capital
is capital embodied in its intangible, interpersonal networks of
association. Finally, one other form of capital that has received
much recent attention (see The Connecticut Economy, Spring
2002) is human capital, measured, for example, by a state’s level
of educational attainment.
To account for these other possible sources of influence on
economic performance we include them in the model, positing
performance as a function of social, private, public, and human
capital. Using data for 1992
and 2000 for all states, the
accompanying table reports
our model’s estimates of the
effect these variables have on
performance. The effects are
expressed as elasticities, or as
the percentage change in per-
formance associated with a
1% change in a particular
measure of a capital input.
The key variable of interest, social capital, appears to have a
positive and statistically significant influence on economic per-
formance, just as hypothesized. A 1% increase in social capital
is associated with a 0.14% increase in economic performance,
holding other influences constant. Indeed, the strength of that
association even exceeds that of private capital. A 1% increase
in private capital is associated with a 0.08% increase in econom-
ic performance. Of all the capital measures included in the
model, human capital has by far the biggest influence on perfor-
mance—a 1% increase in human capital is associated with a
0.31% increase in economic performance. 
Surprisingly, there appears to be no statistically significant
relationship between public capital and economic performance.
Perhaps the demands of maintaining an adequate highway sys-
tem fall relatively equally on all states, regardless of economic
performance. In fact, the data show little variation among states
in the ratio of highway investments to population and geograph-
ic area.
Interpreting the Results
The estimated model explains about 76% of the variation
among states in economic performance, and predicts
Connecticut’s 1992 economic score quite accurately. But for
2000, the model under-predicts the state’s score. According to
the model, Connecticut should have ranked 10th in economic
health, given its capital inputs. Instead, because of unique or
unobservable factors not accounted for by the model, we ranked
first that year.
What does the model tell us about how much social capital
adds to economic performance? Connecticut and its New
England neighbors place in the top half of states on the social
capital scale. Had they ranked in the middle, or at the bottom of
the pack, their economic performance scores would have
dropped between 2.4% and 7.7% respectively, depending on the
state. 
For example, with a median score on the social capital scale,
Connecticut’s economic performance in 2000 would have
dropped by 2.7%. With a last-place score the decline would
have totaled 5.8%. These weaker measures would likely be asso-
ciated with a jump in unemployment or a fall in GSP per
employee, or both, but for Connecticut it wouldn’t mean a drop
in the overall rankings. The state scores so highly on measures
of human and private business capital that it would still rank
first in economic performance, even with a low total on the
social capital index. So too Massachusetts. The Bay State places
3rd in the performance rankings, a position it would hold regard-
less of its score on the social capital index.
Not so for the rest of New England. A hypothetical drop to the
median on the social capital scale would cost New Hampshire
2.8% on the economic performance index and one position in
the rankings. A drop to the bottom would mean a 5.8% decline
in economic performance and a two-position loss in the rank-
ings. And in Vermont, a drop to the median reduces perfor-
mance 5.4% and costs it 9 positions; a drop to the bottom
reduces performance 7.7% and costs the state 15 positions. For
Maine and Rhode Island, the percentage declines would fall in
the 2.4% to 6.4% range, with a drop in the rankings of between
5 and 11 positions.
Not all states benefit equally from social capital; not all states
would suffer the same loss from its erosion. But, as this counter-
factual exercise suggests, social capital does seem to matter for
economic performance and sometimes it matters a lot.
Adding it Up
It’s hard to fault observers of the current social landscape for
having a jaundiced view of civic life. Personal and institutional
failings have weighed heavily on the economy of late. But else-
where in that churning social order, people still volunteer, they
participate in religious and civic organizations and they keep
their fingers on the pulse of their communities. Whatever their
efforts produce by way of personal satisfaction, to this must be
added their measurable effect on calming stormy seas, creating
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